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Message from the President 


I am very pleased to report to the shareholders on the operations and results 
of your Company for the year 1969. The gross sales were $14,064,467 against a 
comparative figure of $12,835,002 in 1968. The year saw the profits of your company 
rise to $601,602 against a 1968 profit of $61,311. While we feel this is most gratifying, 
it is less than we had anticipated. We had expected the Toronto tower addition to be 
opened September 1, 1969 but due to the construction strike lasting three months, 
the Toronto expansion was not completed until December 15, 1969 which severely 
affected our second half revenue. Despite this setback, we feel the results have been 
most encouraging. As we are a cash flow industry, it is important to note that our 
cash flow for the period was $1,245,219 against a cash flow for 1968 of $643,795. 
As recently reported, the first quarter of 1970 shows a profit of $160,973 against a 
profit of $82,030 for the same period in 1969. With all hotels operating at a satisfactory 
level, it is anticipated 1970 again will show a substantial increase over 1969. 


On May 1, 1970 a new Skyline hotel will open in Kingston, Jamaica. It will be 
operated under a management contract by a wholly-owned subsidiary, Skyline 
International Limited. A second hotel in Jamaica, consisting of 350 rooms, located 
at Ocho Rios, has been designed and planned and agreements have been signed with 
Jamaican interests for their participation. However, your Company’s participation 
in this project has been postponed subject to further negotiations. It is the desire of 
management to proceed with this project but only after certain undertakings and 
covenants are obtained which are satisfactory to your Directors. 


May I take this opportunity to thank you for your continuing interest and support 
and assure you that management will continue to make “Skyline’’ the proudest name 
in the Canadian hotel industry. 


Should you have the opportunity to visit any of your hotels in the ensuing months, 
please take time to contact the hotel manager who will be pleased to take you on 
a tour of his operations. 


Yours truly, 


Zl PP 


W. R. Hodgson 
President 


April 21, 1970 


Skyline Hotels Limited and Wholly Owned Subsidiaries 
Consolidated Balance Sheet 


December 31, 1969 with 1968 Comparisons 


Assets 
CuRRENT ASSETS 1969 1968 
Cash) 0 he 20 US Oi en eR Raa GR Sy rn Oi gos aie ae Sareot22 $\:5 23,762 
Depbsit TeCeIpt A maakt h us eum neh bende Lee eRe One Penta — ; 350,000 
Accounts recervablestniiwiae. nabs oa a CSR POR aie Moe 875,850 687,402 
Inventories 2 at icost 0 OATS Oee Aig one ee eae eee 345,602 323,417 
Funds ion deposit, (note. Ze a ech s ie ye ka ere eee 883,305 998,966 
Prepaid! expenses and sundry assets ra). ee ke 208,778 139,067 
$ 2,333,057 $ 2,522,614 
FExXEDPASSETS) (NOtG O)- ote ctLe RL Lace ael Ce teen tee eee $12,743,840 $ 8,582,650 
OTHER ASSETS | 
Special refundable ttass cys eivns).c4s 241 SAN oe eee aac $ mY $ 10,729 
Unamortized financing costss.i4e) 425010) ene 127,416 80,343 
Hotel opening and establishment costs ; 

(after amortization of $186,550)) Ho ee 372,485 389,435 
Preliminary costs re Jamaica (note Il (b)') 5.0. 2:000005 24,597 -- 
Organization expensesi:,.ncave tian int sene ay Ree seen 7,839 7 439 
Share issue: Costse oe) i Le) OR Oe ee 70,284 69,263 
Goodwall on consolidation |i 20 eee ee ee ee 86,280 86,280 

$ 688,901 $ 643,489 


Total assets’? (8 Gh a eee ens $15,766,398 $11,748,753 


Approved on behalf of the Board: 


(Signed) W. R. Hodgson, Director 
(Signed) C. A. McKechnie, Director 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Skyline Hotels Limited and 
wholly owned subsidiaries as at December 31, 1969 and the consolidated statements 
of earnings, retained earnings and source and application of funds for the year then 
ended. Our examination of the financial statements of Skyline Hotels Limited and one 
subsidiary of which we are the auditors included a general review of the accounting 
procedures and such tests of accounting records and other supporting evidence as 
we considered necessary in the circumstances. We have relied on the report of 
the auditors who have examined the financial statements of the other subsidiary. 


Skyline Hotels Limited and Wholly Owned Subsidiaries 
Consolidated Balance Sheet 


December 31, 1969 with 1968 Comparisons 


Liabilities 
CuRRENT LIABILITIES 1969 

Bate iiensedness, (ROLE AY) iio ck) pk le lin Ml dicchy ict sn jer ee $ 157,288 
NCCT S DAVAMICr—TAGE icc tie a. wh dohd.cocie dia detvoads yong sakdedechon 1,454,079 
er ISL OLICLIDI Bee AC ku LOG ei RAR Moa 769,324 

Pr OUPe AY Ale here ut e md clei rt LL are CL Re — 
Long-term debt due within one year 00.00.00... 492,500 
$ 2,873,191 
areas RB (MOTELS ) oie EL aaah om eeeeN 8,554,852 


GH AITICG ALO AL Atte Ree tet Ciro e. Wev cle e $11,428,043 


Shareholders’ Equity 


SPUN Dae POE KORL TOCCR EN iis: 7 ost iui wunhe dehesoidet Aiesasaulbgs hd So sma tar ate se $ 2,752,030 


PT POE DI TUARNIINGS Wlbhui hie Leki ecstee ec olla pe Ie NS, 1,586,325 


$ 4,338,355 


$15,766,398 


The accompanying notes form an integral part of these consolidated financial statements. 


In our opinion, except that the provision for income taxes has not been computed 
under the tax allocation basis as explained in note 9, these financial statements present 
fairly the financial position of the Companies at December 31, 1969 and the results of 
their operations and the source and application of their funds for the year then ended, 
in accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


(Signed) PERLMUTTER, ORENSTEIN, GIDDENS, NEWMAN & Co. 
Toronto, March 31, 1970 Chartered Accountants 


1968 
$ 471,216 
1,184,354 
207,724 
55,000 
354,500 


$ 2,272,794 
5,739,206 


$ 8,012,000 


$ 2,752,030 
984,723 


$ 3,736,753 


$11,748,753 


Skyline Hotels Limited and Wholly Owned Subsidiaries 
Consolidated Statement of Retained Earnings 


Year Ended December 31, 1969 with 1968 Comparisons 


1969 1968 
BAVAN CE January s I Furie tee ean eee tn Y ditto A Ae gee eee $ 984,723 $1,013,412 
Add+— Netiearnings tor thelyveariuss (), cea Ataaeniae cer eee 601,602 61,311 
$1,586,325 $1,074,723 
Depuct — Dividends — stock (including tax thereon) ........ —- 90,000 
Bacamce — December: Os iehaeenisaise ead eee ee ae, $1,586,325 $ 984,723 


Skyline Hotels Limited and Wholly Owned Subsidiaries 
Consolidated Statement of Earnings 


Year Ended December 31, 1969 with 1968 Comparisons 


Earnings before the undernoted items 


Interest income (note 2) 


Interest on long-term debt 


Earnings before income taxes 


Income taxes (note 9) 


Net earnings (note 9) 


Earnings per share 


1969 
$14,064,467 
12,355,493 


$ 1,708,974 
112,668 


$ 1,821,642 


$ 565,058 
BYR VAN 
622,012 


$ 1,220,040 


$ 601,602 
$ 601,602 
53.7¢ 


The accompanying notes form an integral part of these consolidated financial statements. 


1968 
$12,835,002 
11 553.327 


$ 1,281,675 


$ 1,281,675 


$ 568,322 
100,444 
551,598 


$ 1,220,364 


£ (G13 


$ 61,311 


Skyline Hotels Limited and Wholly Owned Subsidiaries 


Consolidated Statement of Source and Application of Funds 


Year Ended December 31, 1969 with 1968 Comparisons 


SouRcE OF FuNpDs 1969 1968 
emICA EMITS IO Le IVCAT etal ne ote earl ed) ede et ce Wan $ 601,602 $2) 61,311 
Add — Charges not requiring outlay of funds 
Depreciation and amortization «jc... dinianeik: 622,012 551,598 
umortization of thaneing Costs 35.0 eile tithes 21,605 30,886 
SPeES LEO OPCTAUIONS 2th hc Ul CMe Wu ke nr es! a, uli iuerductsereld caters $1,245,219 $ 643,795 
Proceeds of-isstte of dong-term. debt. ...).08 2c dis aeoneovuede. 4,672,268 3,347,608 
PP DOCECHS OF SHALE ISSUE Face. col nie ashen (kee singe GWM oleh nas ne 2,751,000 
Pome cial anemia Dies taser yee cai ae tlocs eMac Wot. he tad 10,729 — 
Repayment of advances torafhiliate 0...) ~ 31375 
$5,928,216 $6,773,978 
APPLICATION OF FUNDS 
Peete ASS AGCIUIONS © (NOE) V8. hl acca e nsyalakeOoeveabesths $4,730,884 $ 686,783 
Long-term debt repayments 
Pe La NALIMOT PPZOLIOR Fy ieee tek erie leet at Me eae Lie Bt 362,110 389,277 
RC CIMAA CUTE RAT ht a teks CRO AEG eas ions thigies ain eee Ree ots scat 1,425,188 3,094,055 
Hotel opening and establishment costs ..........0..0.:c:cceeeseeee 35,370 — 
Bereiiiinany costs Me ;amaicd 2A oe Aisi b ake eign. 24,597 — 
Redemption of preference shares issued as 
Stack dividends incwiding tak) Weis AN ialaccinery meee — 90,000 
SPATE USSIIE COSTS Leeks Ren tik on Pht ante he th ee On an tlre 1,021 69,263 
VE Vier ce Chae MO aU OTe Peto pag OEP EN choot baad ARNG R Ey 400 1,415 
$6,579,570 $4,330,793 
(DECREASE) INCREASE IN WoRKING CAPITAL (exclusive 
of long-term debt due within oneyear ): 1v.2225.0. Saeed ($ 651,354) $2,443,185 


The accompanying notes form an integral part of these consolidated financial statements. 


Skyline Hotels Limited and Wholly Owned Subsidiaries 
Notes to Consolidated Financial Statements 


December 31, 1969 


. BAsIs OF CONSOLIDATION 


The consolidated financial statements include the accounts of the Company and 
its wholly owned subsidiaries, Skyline Hotels (Montreal) Limited and Skyline 
International Limited, after elimination of inter-company transactions. 


. FuNpDs oN DEPOSIT 


On December 31, 1968 the Company placed $998,966 on deposit with the holder 
of its conditional sales agreement obligations (see note 5). This deposit earns 
interest at 12% per annum, and is repayable on ninety days notice given by the 
Company. In the interim, instalment payments falling due under the conditional 
sales agreements have been met from the funds on deposit. 


On February 6, 1970 the Company gave notice for repayment of the balance of 
the funds on deposit. 


Accumulated 
. Frxep ASSETS Cost depreciation Net 
TE ATHY 5. Se Sead ee ced eee te Oe Ae $ 155,796 $ = $11 55:796 
Raving ith ins iks Sees ie te eotie | 161,943 44,871 117,072 
Buildings yc ken ee ee 8,391,085 751,108 7,639,977 
Leasehold improvements .............. 1,096,741 180,766 915,975 © 
Kauipment cs.syat une apie ae 5,428,760 1,996,609 SoZ aL 


PNOLOMIODHES hy Stay ees eee 18,664 6,062 12,602 


$15,252,989 $2,979,416 SIZ 2/3 7a 


Tableware, linen and uniforms 470,267 


$12,743,840 


. ASSETS PLEDGED 


As collateral security for their bank indebtedness the Company and a subsidiary 
have made general assignments of book debts. 


. Lonc-TERM DEBT 1969 1968 


9%First Mortgage Bonds, due 1990 (the Trust 
Indenture provides that either the Company or the 
bondholders may request renegotiation of the 
interest rate in 1979 and 1984, in which event failure 
to reach agreement will render the bonds due in 


LOSO ror LOSS Tespectivelyy heen. poe es ee ee $4,000,000 $ — 
Debenture, 9.98%, due 1974 (secured) 0.0.0.0... 3,249,698 3,344,054 
Conditional sales agreements, 12%, due 1972 and 

AY Ene BEG HR RoE AD ES RG SURE Mette UO Cyc ERS ANU iad 1,469,458 993,153 
Instalment contracts secured by retention of title 

Lovequnprinent oni cl care ace NL RA wea 328,196 271,289 
Other debt discharged ig: 19092 aA 8 oe ea — 1,485,210 


$9,047,352 $6,093,706 
Less — Amount due within one year ................ 492,500 354,500 


$8,554,852 $5,739,206 


Sut Gcont.) 


Principal payments falling due in each of the next five years are as follows: 
— 1970 - $492,500; — 1971 - $542,500; — 1972 - $1,031,800; — 1973 - $409,000; 
— 1974 - $2,999,300. 


6. CAPITAL STOCK 


Authorized 
3,000,000 common shares without par value 
Issued and fully paid 
1,420,000 conimon charesss2 rere Use et, $2,752,030 


7. DIVIDEND RESTRICTION 


The Trust Indenture securing the 9% First Mortgage Bonds provides that 
the Company may not pay dividends which would have the effect of reducing 
consolidated net current assets (as defined) below an amount equal to eighteen 
months interest on the Bonds then outstanding or reducing consolidated retained 
earnings (as-defined) below $800,000. 


8. DEPRECIATION AND AMORTIZATION 1969 1968 
Depreciation ol hxedassetsix, a). ies cae $569,692 $521,198 
Amortization of hotel opening and establishment 
COSTS Wee eA TALS Ae tat ae EAN ese A mel ella ana 52320 30,400 


$622,012 $551,598 


Depreciation was provided at the following rates: 


Paving — 4% of cost 

Building . — 124% of cost 

Leasehold improvements —— amortized over term of lease (including, 
in one case, term of renewal options) 

Equipment — 10% of cost 

Automobiles — 30% of net book value 


Opening and establishment costs for each hotel are being amortized over a ten 
year period commencing twelve months after each hotel opening. 


9. INCOME TAXES 


The Company and a subsidiary claim capital cost allowances and other deductions 
allowed for income tax purposes in excess of the related amounts reflected 
in the accounts, but provide in their accounts only for taxes payable on their 
taxable income for the year. 


This accounting treatment differs from the tax allocation basis under which the 
income tax provision is based on income reported in the accounts. If the tax alloca- 
tion basis had been followed in the current and prior years, net earnings for the 
year would have been reduced by $293,962 (1968 — $23,764) and the cumulative 
amount of deferred tax credits to December 31, 1969 would have been $844,545. 


additional optional tax write offs aggregating approximately $1,127,000 available 


For income tax purposes, the Company and a subsidiary have tax losses and 
is offset future years’ taxable income. 


10. SratuToRY INFORMATION 


a) 


b) 


The aggregate direct remuneration paid by the Company and its subsidiaries 
to the directors and senior officers of the Company for 1969 was $113,576 
(1968 — $110,390). 


Non-interest bearing loans made during the year to directors and officers 
of the Company aggregated $46,542, of which $17,990 is oustanding as of 
December 31, 1969. 


11. CoMMITMENTS 


a) 


b) 


The Company and a subsidiary have contractual obligations in respect of 
three long-term leases of hotel real estate having varying expiry dates from 
1983 to 1991, of which two contain options to renew for further periods. 
The rentals incurred in respect of these obligations for the year ended 


December 31, 1969 aggregated $1,242,485 (1968 — $1,236,373). 


The minimum rentals to be incurred in each of the years 1970 to 1982 will 
aggregate $1,236,373. 


A wholly-owned subsidiary has entered into an agreement which provides 
that, subject to the fulfillment of certain conditions, it will build, furnish 
and equip a 350 room hotel in Jamaica for a fixed price of $6,500,000. Upon 
completion, the subsidiary will enter into a lease to rent the hotel from 
the owner for 25 years at a rental based upon a percentage of sales. The 
agreement also provides that the subsidiary will subscribe for $250,000 of ~ 
common shares to be issued by the hotel-owning company. 


Certain covenants and conditions in the agreement have not been fulfilled, 
and negotiations are in progress to change the basis of the project. In the 
event of termination, the agreement provides a basis for the sharing of 
preliminary costs. 


12. CONTINGENT LIABILITIES 


a) 


b) 


Until November 17, 1971 the Company is contingently liable with others 
as joint and several guarantors of the first mortgage debt of Campeau 
Corporation Limited on the Place de Ville complex in Ottawa, the principal 
amount of which is about $21,831,000. 


The Company is advised by Campeau Corporation Limited that the rentable 
area in the complex, excluding the portion covered by the Company’s lease, 
is in excess of 98% rented, and that the annual net operating income from 
the complex is well in excess of the annual principal and interest payments 
under the mortgage. 


In January 1970 the Company was advised by the Liquor License Board 
of Ontario that the license transfer fee provisions of the Liquor Act of 
Ontario would be invoked in respect of the issue in 1968 of 420,000 common 
shares of the Company. The Company intends to appeal this decision, and 
accordingly has made no provision in its accounts for the transfer fees 
claimed to be payable of approximately $197,000. The Company’s counsel 
has advised that since no precedents are available, he is unable to give 
a firm opinion as to the probable outcome of the proposed appeal. 


13. RECLASSIFICATION 
1968 comparative figures have been reclassified to conform with 1969 
presentation. 


SKYLINE HOTELS LIMITED 


The Canadian Chain 


SKYLINE TORONTO 


A view from the north-west showing the tower 
and a portion of the west wing of the hotel. 
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SKYLINE MONTREAL 


Skyline Montreal looking south from 
the new Cote de Liesse Road. 


SKYLINE BROCKVILLE 


Skyline Brockville, photo shows main entrance 
plus the east and south sides of the hotel. 


SKYLINE OTTAWA 


Skyline Ottawa showing the canopied main 
entrance. Photo taken from the north-west 
looking toward the center of the City. 


SKYLINE KINGSTON JAMAICA 
A view showing the front and side and a 
portion of the lovely surrounding area. 
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